Siie of Califgrmea dusiness, Tranzporialion and Housing Agency

Memorandum
o
To : CHAIR AND MEMRBERS Data o March 17, [997
Alrspace Advisory Committes
Flekba. . ATRSPACE
03-SAC05104

From © DEPARTMENT OF TRANSPORTATION

W Approval of Terms and Conditions - Inter-Modul Transit Partners and Buzz Crates Enterprises

RE ATI

It is recommended that the Airspace Advisory Committee (AAC) consider and
recammend o the Califarma Transportation Commession (CTCY that it approve terms and
conditions of an airspace lease on the above referenced parcel with Inter-Moduel Transit
Partners and Buzz Oales Enterprises. It is in the best interest of the State to lease by direcr
negotiations and not bid this publicty 1 optimize rental income by leasing to adjacent owners.
The Airspace parcel will be improved by the proposed lessees, and the lease will compliment
development an a ncarby parcel,

BACKGROTND:

{n MNovember 14, 1995, the AAC approved entering inlo direct negotiations with Inter-
Modul Transit Partners and Buzz Oates Enterprises on this property. Proposed terms and
conditions were presented 0 the AAC ar your meetings on January $ih and 2156, 1997, with
draft chanpes mailed for comment on March 3, 1997

The subject property containg 121,495 net square faet and is Jocated beneath and
adjagent [0 the Capital City Froeway viadoer, west of 30th Streer, east of 20th Streer, south of
R Street and nonth af § Street in the midtown area of he City of Sacramento.

The parcel is currently vacant aad has been included :n the Disidzt 03 bid offerings for
the last four years. There were no meaningfal progosals received fram this exposuce. The
proposed lessees indicated their interest at each of the last two bid offedngs and submitzed
praposals for tzems longer than those offered. The AAC previeusly aparoved erms for a
[ease/option on this parced with one of the proposed fessees on August 7. 1990, On May 14,
1951, the Srate sent 2 lerter 1o the proposed lesses stating that it did not appear @ he in the
State’s best interest to finalize the leaseronton dus 1o sesmic rerof: congerns anc a changing
marker,
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One of the proposed lessaes developed a multi-story office building adjacent to the east
of the subject known as Farmers Market 111, They have plans to build another office building
Farmers Market IV (FMIV} northeast of the subject and propese ko improve the subject parcel
for surface parking with provisions to huild a parkdng structure at a later date, if neadad, to
provide off-site parking for potential additional office development to the east and west of the

siehject.

PR ED TERM

NTHTY :

The terms and conditions contained in this proposal are intended (o meet the requests af

the AAC from earlier meetings,

Agreement has been reached with Inter-Modul Transit Partrers and Buzz Oares
Enterprises based on the following terms:

Option:

Term:
Area:
TIse:

Consideration:

Rate of Retura:

Adjustments ta ren:

$10,000 per vear tor 2 years. 530,000 for wbe third year, if
necessary. Payments are dee lump sum at beginning of year(s).
Mo prorations or eredit if exencised early. -

33 vears.

121,495 square feat.

Parking.

510,(KX) per month for initial one vear of leasc. Then 513,500
pér month.

9.7% Lst year of lease, [3% starting in wear 2 of lease.

1,

1

Ground rent will be adjusted cvere 5 vears and will be
irdexed to the greatzr of (1) the persentage increase in the
office rerts fram the lessee's proposed ofiice building as
sormpared o the inilil base othoe rents, verses, {2) the
percantage increase :n the Consumer Prooe Index with a floor
of 1% per vear and a ceniing of 3% per vear.

IF the parcel is ultimately develaped wath a parking stouciure,
reril will be reduced at the start of constraction by S0% for 3
penod not w exceed 12 monihs or the pecod of
constrienor. whichever 15 shorer. The base rent will then
be meinstated and ircreasad By 35,040 per menth for the
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ANALYSTS:

baiance of the lease term. The rent will be subject to the
adjustment noted in (1} above, and any subsequent
reevaluations. I the multi-level structure is developed after
the 15th year, a formal reevaluation weuld occur taking into
consideration the additional parking capacity and current fair
marker value ar the time of the reevaluation, The rent
established through any reevaluation process would then also
be subject to #1 abave, In addition the lease aiso includes
provisions for regvaluation of rent at years 30 and 45 of the
lease term.

Prior to construction of any parking structure improvements
under the freeway, a project report for these improvements
will be approved by Caitrans. This is to comply with
Departmert's seismic policy for structures under freewavs,

[t is in the 5uate's best interest to lease this parcel (o the proposed lessees 10 achieve the
highest and best use and the greatast return Lo the Slate. Approval is hereby requested.

Attackments

SCOTT ATKINS
Atrspace Functional bManager
Rizht of Way Program



.-\.IRSP.-\EE APPRAISAL SIAVIARY

Location of Property and Area Description:

This parce] is located on the periphery of the 0N City " sectian in the souheastecly partion of Central
Sacramento. The neighborhood is comprised of a combination of uses. The immediate area, however, is
primarily business offices.

The subjeet property by Assessor’s map contains 134,944 5.f and is the black hounded by R and 5 Streers
and 25th and 10th Strests. The net usahle portion is estimated as 121,495 5.1, The site is vacant and
enclosed with chain link fencing. Road approaches are located at each of the four cormers. Approximately
30 of the parcei s encambered by Highway 5! (formecly [-80) viaduce. Vertical clearance ranges from
22 fegt o 26 fear. The bridge piers physically acoupy 325+ 5.0

mproy

Minor landscaping, chip and oil seal surface 15 well 35 percmeter fencing which do nat contnbute 1o value.

Loning:

Thes parce] is designased “TC™ Transporatian Carridar by Sacramenta City zoning ardinance. Any
prapased use, howawver, must ultimately comply with the development standards a8 sct forth by the
Alnambra Corridar Special Manned Devetopmant and Design Guidelines.

High t Lige:
Drevelopment for parking n conpunstion with an adjeining =ffice devel:pment.

Estimared Vilue and Dote of Valoe:

The estimated value Dased ¢n the Palmer Groth & Prerka Repor datad April 26, 1996, and amended
Sezprember 10, 1996, is £] 234,000

Basis for Estimated [ynd Value:

The value of the subject as an independent parking lat was =stimatee using 3 Residual Analysis of 2
profurma parking lot The piomage valu2 was then esemzed swiliznz an Economic Analysis of “Before
and Afler”™ mocels 0 esiablish the mavinm amsurs thar 2 Jdeveliper would e willing to invest in <he land
DECESRACY WO IDOSIILC an off-siee parking faslity in sugper of an o Butldirg crajact. This is in
255eNc2, 3§ value derived from a f2asibilicy analyeis.

[nfurmation Regariling the Appeaised ¥loe of the Parcel:

The parzel was appraised kv ke fiem of Palmer. Groth & Preted w1 offic=s in cortland, Sacrameno,
Seamle, Beliewue, Tacoma, and Yarcouver. The ficm hzs 2aiznsive SADECI2NC2 0N APECASINE commercial
and industnizl prepenics. The ippraiser who preparad he JEIZINL TEpCT 08 certited av the Noae of
f.alZfarnza and a Member of the Agprasal Tnsiitee STAD candicae. The Apgerdags toothe original repos
iwnith was requeste:] 9v C1lrang) e Iullv addresied the poorrags mace and was preparad b 1he
proacpal of the Secramen officz who oz AAD 200 Corbed Senery Faal Estae Agprase:



State of California Business, Transportation and Housing Agency

Memorandum

To: CHAIR AND MEMBERS Date:  March 28, 2001
Airspace Advisory Committee

File  AIRSPACE
NR-SAC-051-0004

From: DEPARTMENT OF TRANSPORTATION
Division of Right of Way
Airspace

Subject:  Request to Amend the Lease Terms for a Option to Lease for a Directly Negotiated Lease
with Ravel Propertiesfor Parking on a 121,495 + Square Foot Parcel Located Beneath the
Fort Sutter Viaduct of Highway 51 in Sacramento

RECOMMENDATION:

It is requested that the Airspace Advisory Committee (AAC) recommend approva to the
Cdlifornia Transportation Commission (CTC) of a request to amend the lease terms for an
existing Option to Lease.

SUMMARY

The subject is located beneath and adjacent to the Fort Sutter Viaduct of State Route 51 in
Sacramento. The city block is 121,495 + square feet and is bounded on the east by 30™ Street, on
the west by 29" Street, on the south by S street and on the north by a Regional Transit Light Rail
Station.

Caltrans entered into a three-year option beginning June 20, 1997 and obtained a one-year
extension last year. The current option expires on June 19, 2001. The Optionee has pad
$100,000 in option fees.

The Optionees propose to develop a multi-story office building northeast of the subject known as
Farmers Market |V. Caltrans, through the Department of General Services, has been negotiating
with the developer for additiona office space. There are three existing multi-story office
buildings to the east and northeast of the subject parcel known as Farmers Market 1, 11, and 1l
that are occupied by Caltrans. The subject parcel would provide parking for the proposed
Farmers Market 1V development. The proposed lease has not been finalized yet due to the
inability to secure the necessary approvals from the Department of Finance, but Caltrans is still
pursuing the lease.

The existing office complex’s parking is located on an airspace parcel directly to the south of the
subject. Thistwo-story parking facility has reached capacity and no longer is able to satisfy daily
or hourly parking which has caused a shortage of available parking in the vicinity. Caltrans users
and tenants of an adjacent office building are pleading to obtain additional parking and have



inquired in regards to the devel opment schedule of the subject parcel.

Airspace Advisory Committee
March 28, 2001

Page 2

The Optionee has indicated a willingness to exercise their option to lease and develop a parking
facility, without securing the Caltrans commitment to lease their proposed office building, but
have requested a modification of lease terms until the new office development is built and
occupied (see enclosed | etter.)

The Optionee would develop the unimproved site to surface parking, including an inter-modal
bus transfer element (the subject parcel is bounded on the north by an existing light rail station)
at acost of approximately $750,000 (see enclosed plans and proforma/cost budget.)

The amended lease terms would reduce the rent to $30,000 per year against 100% of the net
income until a new office building is constructed and occupied. The Optionee controls vacant
parcels suitable for office on both the easterly and westerly side of the subject airspace parcel.
When a building is constructed on either parcel, the existing approved lease terms would be
reinstated (see enclosed March 17, 1997 AAC submittal.)

Another possible scenario that is currently being discussed is the placement of modular office
trailers while construction occurs on the proposed office building. Under this scenario, a portion
of the subject parcel would be encumbered by modulars and the balance of the parcel would
supply parking. Once the building is ready for occupancy, the modulars would be removed and
the parcel would be fully developed into parking. If this scenario occurs, the rent would escalate
to 50% of the lease terms previously approved by the AAC/CTC with full reinstatement at
occupancy of the adjacent building.

The highest and best use for this parcel continues to be plottage to the adjacent developer-owned
parcels.  Although independent development is feasible, due to the costs of the needed
improvements and lack of income to generate profits to a developer, the lease rent would be
significantly lower if the parcel was put out to bid for parking use. The “plottage” value will
eventually be realized once another adjacent building is constructed but in the meantime an
underutilized parcel will be improved while satisfying Caltrans and neighborhood immediate
needs and allowing for Caltrans or another state agency’ s future needs.

This proposed amendment is still believed to represent a fair market return to the State and it is
in the State’' s best interest to lease this parcel to the proposed |essees to achieve the highest return
to the State.

PETER SCHULTZE
Senior Right of Way Agent



Airspace Program
Division of Right of Way

Enclosure
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AA\RDIW PROPERTIES

Mach 22, 2001

Br Pete Schultze

Scnigr Righe of Way Apgent
Ajrspace Program Manager
{CalTranz Headquarters

Fight of Way Depl - Airspace
1124 M Street, oo S0100)
Hacraments, A 95E14

RE: Airrights Parking Lease
Digar Pete:

In accordance with our recent conversalion regarding exerciming our opticn to sign the lease wilh
{ Arrspace) CalTrans for the space under the freeway located between 28ih, 30th, R and § Sireets

m Sucramento, we respectfully woald like to propose the following,

Upon approval on the April 11, 2001 Aarspace Board Meetng, in accordance with the following
terms, our partnership INTER-MODUL  TRANSIT PARTNERS, a Califorua  General
Parinership will sign the Airspace Cround Lease.

Our partnership  will commence all architeciural drawings and will complete all the
anptovenents wilhm nine (%) monbs of leagse execotimn bo make this a Tolly functioning parking
facility, incluthng an Ioter-bodol Transn Station for Regional Transit.  The cost for all
nprovements will be 5750 870 (please see the enclosed cost analysis).

In welilition, our partecrship will guarantee CalTrans the higher of E30,000 per vear or 100% of
our nct mcome derved from the operation of this site as a parking facility. A proforma and
estemated operaing starement 18 also enclosed. {(Mew meome 15 defsed 2s all proceeds collected
eer andl shewve the operational costs,. Inoadditien, there wall be no overhesd charged mothe
operation of this parking facility and 18 refteciive in these numbers).

The lease terms and conditions ag set forth m the new lease we will be signing will ogeer or go
tnto full effect upon occupancy of the buillding we have defined as Farmers 1Y, which we have

resurmed diaiogue with CalTrans to lease approximately 125 000 square feet.

Pete, 1o sumimation, our parcnership entered o an oplien agreement with "Adarspace” in provide
parking for the BN IV huildiog that kas been designed and allocated for CalTrans,

The process of oltaining the CalTrans clearance 1o lease the lourth building (FM 1%)  has taken
muore time than expected, by all parties.

Tuamw hralea Fae o Fuinn 22 m ~acramcnio. LA TTEIS FIZE = TRD YIn L doal o FL%  %1a. Lad.2nih
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We are encouraged, howewver, based on a recent meeting with the Deputy Director of CalTrans
that the transaction to leasc our building i mowing Eotward but currently are unable 1o pay the
full amount of the lsase, as that value only equates to tho parking lot being mtegral to a
completed building, with the new building subsidizing any offseds froom the "Airspace” ground
teaze at the full lease amoum

To date, our pactnership, INTER-MODUT. TRANSIT PARTNERS bas paid $100. (K0 In option
muney L "Airspace" and are preparcd to inwest $730,0060 additonal dollars to develop ibe
parking lot including the Incer-Modut Transfer Station within the next ome (%) months.

We have been diligent andd louk pawaed to a long term relationship with " Airspace "

Thank you

Smeerely, \

"
(IS 1 .. '
L A N
! , \_‘-\ % \"'..I" - II'-.

Ciary Ravel Y A

{ieneral Partner

Enclosures

Iniel Schiiz arighte



Cal Trans Parking Lot Development Proforma and Estimated
Operating Statement

Development Cost Budget
(Approx 102,000 31 Shte]

Cools

General Contractor Hard Costs
Demalibion 3 19804
Clear & Grubb 3 & 0Cd
[fnderground {stomm drain) & 41600
Grading & Pawng 2 185 00
Concrete Curbed Sdewalks 5 58 QG
Wirgught Iron Fensing 3 32.00)
Landscaping 5 H0 180
Ticketing Machines & Motonzed Gates 3 24.00x]
Elecincal Lighung & Power 3 B4 220
Saneral CondtensiCyvernead & Proft g 9z 00d
Total Hard Costs 8 625870

Soft Coxts
&rchitectural and Engineering ] 38,200
Czasiuchon Bond 5 10,000
Legal and Accounting & ERLI
Financing Fees 5 10,000
Ceonatruction [nterest 14 ko 5 menths) 5 20.000
Fernils and Fees 3 17.5040
Coningency 5 25 0040
g

Tatal Saft Costs 125.004

Total Develapment Cogts & LR T

caltransparkinlotproformal 331 520013 23 PM



Cal Trans Parking Lot Devalopment Proforma and Estimated
Operating Statement

Zal Trans Parking Lot Proforma Economics

Annual Per Space
Maximum Potantial Parking Income
265 Spaces @ 50 Each 3 167 8OO 5 BO5.00
State (Cal TranslEmployess pay
monthly parking costs

Parkiny Lot Operational Expensas

Flectricity 5 g a00 g 3422
Cily Sower & \Water 5 4 200 5 1247
Landscaping 3 7.200 5 27 38
General Mainlarance & 5400 5 2C.53
Fat-ime Employves 3 156 600 6] 5632
Administrative Qwve-head 2 4. 800 ] 1874
Propery Tazes 5 16,000 g 280z
Subtotal Parking Expenses % 56,200 5 21369

Parking Improvement Cosls
Amoarltatior ¢f improvemants FTEIT per morth % 93,972 ] LT |
£750 0540 Total hard and salt wosts
(9 &% for 15 years)

CalTrana Ground Renl - 30,000 5 114.07
Total Parking Cogts 5 180172 % 1.5834
Mer Total Parking |ncome % (22,372} % ¢0.198)

caltranspakintsiorforma 103192001 3.220 PM Z
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